clustered, innovation dynamics may very well occur -as we have just alluded to -outside of clusters. The key question does not, therefore, turn around whether or not there exist examples of innovative cluster dynamics (innovative clusters clearly exist in some cases), but whether innovation is systematically higher in places where firms have clustered. Only by analyzing innovation in a systematic way, using large databases that incorporate firms inside and outside of clusters, can this question be addressed.
A close analysis of prior work reveals that existing studies of the relationship between clusters and firm innovation performance have concentrated on manufacturing industries, mainly high technology industries, and have usually been conducted by way of small surveys or case studies (Wolfe, 2009) . In this chapter we complement existing work in this area by studying whether location in a clustered region is reflected in better innovation performance in the KIBS sector. We also adopt a large-scale statistical approach that enables us to examine firms that are outside of clusters.
The chapter explores three questions, utilizing data on KIBS in Quebec (see Doloreux et al., 2008 ):
1. Does innovation in KIBS establishments vary according to the industrial context (or cluster) within which they are located? 2. Are there systematic differences in KIBS innovation across different types of industrial context? 3. Does looking at clusters (industrial context) add anything to a purely geographic classification (by region size and distance from major cities)?
It should be noted that we use the terms "cluster" and "industrial context" interchangeably. A cluster is a particular type of industrial context which has high concentrations of particular sectors (Porter, 2003) . Since we are also interested in places where there are low concentrations in particular sectors the term "industrial context" is often more appropriate. Basically, if we can show that location in an industrial context characterized by high concentrations in particular sectors is conducive to innovation then we will have corroborated the idea that there is a link between clusters and KIBS innovation.
Clusters and innovation
A number of explanations have been advanced to clarify why firms benefit from concentrating in geographical space. First, there are
